Economic Outlook:

U.S., California and
Southern California

May 21, 2003
California Workforce Investment Board

Anil Purl

College of Business & Economics
California State University, Fullerton



Buslness & Economics

College of

=

GDP Growth and Index of Leading Indicators
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A Stalled Recovery ...

o Slower Growth
 Lower Employment
e | ow Consumer Confidence
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Manufacturing Activity
Purchasing Managers Indices
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New Orders Backlog Production
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Productivity Growth, % (Output Per Hour)
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What we don’t know ...

1. Will consumers continue spending the
way they have in the last two years?
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Federal Funds Rate Changes
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What we don’t know ...

1. Will consumers continue spending the
way they have in the last two years?

2. When will business investment pick up?
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Corporate Profits
Total ($Billions) and Rate of Change

% Change Total Profits
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What we don’t know ...

1. Will consumers continue spending the
way they have in the last two years?
2. When will business investment pick up?

3. How large & what kind of federal tax cut?
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Federal Surplus/Deficit ($ Billions)

President’s Budget versus baseline
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What we don’t know ...

. Will consumers continue spending the

way they have in the last two years?
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oW

. When will business investment pick up?

arge & what kind of federal tax cut?

arge and what kind of state cuts?

. What are the prospects for global growth

and world trade?
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U.S. Current Account Balance & the Dollar
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As Asia sneezes, will the world catch a cold?
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National Economic Forecasts
May 2003

'03f  '04f
GDP 2.3 3.2
Unemployment% 5.9 5.6
10 Yr. Bond Rate 4.1 4.8
Inflation (CPl) 1.6 2.1
Housing Starts miy 1.6 1.5
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California Employment
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Payroll Employment
Index: January 2001 = 100
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Monthly Payroll Job Growth
Year-Over-Year, Index: January 2001 = 100
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Orange County — Major Sectors
Payroll Employment Index, Jan. 2001 = 100
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Orange County Business Expectations Survey — 2"d Quarter 2003

; Orange County Business Expectations:
: OCBX Index
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Orange County Business Expectations Survey — 2"d Quarter 2003

Most Significant Issues

Labor Costs Credit Availability
3.7% 3.7%

International
Competition
0.9%

Inflation
2.8%

Government
Regulations
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